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Ethan B. Kapstein and Branko Milanovic
Income and Influence
NOTE: This article provides a brief synopsis of 
the authors' new book by the same name, 
which the Upjohn Institute has recently 
published (see p. 8 for how to order).
L^ocial policy has only recently 
emerged as a significant topic of analysis 
and debate in the context of economic 
reform in developing countries. During 
the early days of the so-called 
"Washington Consensus" on economic 
reform, which corresponds roughly with 
the late 1980s and early 1990s, experts 
thought that macroeconomic stabilization, 
market liberalization, enterprise 
privatization, and openness to world 
markets would provide the underlying 
conditions needed to produce sustained 
growth  the tide that must ultimately lift 
all boats. But even in those countries that 
have most rigorously applied the 
Washington Consensus formula, the 
outcomes for working people have been 
decidedly mixed. Poverty, inequality, and 
unemployment remain widespread around 
the world.
As a consequence, the relationship 
between economic reform and social 
policy has emerged as a major issue for 
international financial institutions and the 
broader public policy community. The 
World Bank has devoted itself to "a world
free of poverty," and its year 2000/2001 
World Development Report deals with 
that very topic. Development economists 
have been engaged in research programs 
that seek to understand the domestic and 
global factors that drive changes in 
poverty, inequality, and unemployment. 
The international community's focus on 
social policy has arisen for several 
complementary reasons beyond any 
purely humanitarian motives. The reasons 
include growing worries over the political 
sustainability of economic reform, and
It could be argued that poverty
reduction has not been the
major objective of social policy
in developing countries.
fears that social problems in developing 
countries could "spill over" to the 
industrial world in the form of greater 
migration.
Specifically, it could be argued that 
poverty reduction has not, in fact, been 
the major objective of social policy in 
these countries, or even necessarily of the 
international financial institutions that are 
important providers of loans and advice to 
them. Instead, the main purpose of social 
safety net programs has been to help
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smooth the consumption patterns of those 
formal sector workers who feared that 
economic liberalization would reduce 
their incomes and job prospects. It is 
these workers who have lobbied their 
governments most vigilantly for social 
insurance, and it is their concerns that 
have been at the top of the domestic social 
policy agenda.
The pattern of social policy we observe 
in developing countries reflects the 
convergence of two major factors: the 
domestic political influence of formal 
sector workers, who provide the greatest
The two most influential social
policy innovations to emerge
from the developing world
concern pension reform and
unemployment benefits.
potential roadblock to reform, and the 
absolute income level (GDP per capita) of 
the emerging market economy in 
question. Poor people in poor countries 
do not receive much in the way of social 
benefits because they lack political 
influence on the one hand, while their 
governments lack the income to provide 
them with a safety net on the other. As 
countries become richer, they also 
become more capable of providing social 
insurance, and the recipients of 
government largesse tend to be those who 
are politically well organized; that is, 
workers in the state sphere or in the major 
industries. Social policy is thus a function 
of income and influence.
The two programs of greatest concern 
to these groups, pension reform and 
unemployment compensation, have, not 
accidentally, been topics of greatest 
interest to the World Bank and 
International Monetary Fund. Pension 
reform or, more precisely, privatization 
of the pension system has been extolled 
by many public officials and academics as 
the magic bullet that can simultaneously 
stimulate capital markets, promote 
privatization of industry, and stabilize 
government budgets, while also
performing its core function of providing 
an adequate retirement to the aging 
population. Unemployment 
compensation, once viewed as largely 
irrelevant as a policy instrument given the 
particular labor market context found in 
most developing countries, has become 
the subject of renewed interest, especially 
following the Asian financial crisis of 
1997-1998. The two most influential 
social policy innovations to emerge from 
the developing world concern pension 
reform and unemployment benefits the 
first in Chile, the second in Korea 
following upon the financial crisis.
But the challenges facing developing 
countries in the implementation of social 
policy are many and appear almost 
overwhelming. Beyond the fiscal 
weaknesses that many of these countries 
face, including widespread tax avoidance 
and capital flight, severe administrative 
limitations must also be confronted. 
Further, advancing certain policies such 
as pension reform requires the creation of 
entirely new institutions, such as 
independent regulatory bodies, that in 
turn rely on other institutions, like the rule 
of law, which may be very weak. In short, 
throughout the developing world, social 
policies must be introduced in the context 
of limited state capacity on the one hand, 
and rapidly rising demand for social 
insurance and assistance on the other.
Ethan B. Kapstein is a professor of 
economics and political science at INSEAD 
Business School in Fontainebleau, France, 
and a research associate at the French 
Institute for International Relations. 
Branko Milanovic is lead economist with 
the Policy Research Division of the World 
Bank and visiting professor at SAIS Johns 
Hopkins University.
2003 Grant Recipients
The Payoffs to California's 
Community Colleges
Differences by Ethnicity, Age, 
and Field of Study
Duane Leigh 
Washington State University
and
Andrew Gill 
California State University
This study examines the relationship 
between community college course work 
and future earnings. The researchers plan 
to assemble data for individual California 
community college students that include 
their course work, grades, personal 
characteristics, and postcollege 
employment histories. The objective of 
the project is to estimate the labor market 
and educational payoffs to attending a 
California community college, 
differentiating payoffs by field of study, 
age, and ethnicity.
Reforming National Retirement 
Income Systems
Alicia Munnell and Steven Sass 
Boston College
Munnell and Sass will research the 
integrated U.S. retirement income system 
to help the nation meet the retirement 
income challenge it faces in the coming 
decades. The United States is one of the 
only countries that does not view social 
security and private retirement plans as 
part of a larger national retirement income 
system. By reviewing the reform process 
to date, identifying the major options for 
reform in the future, and examining the 
experiences of five other countries, the 
researchers will develop the information 
needed to view U.S. public and private 
programs as a single national system, 
which will establish the framework for 
discussing various policy options.
(continued on page 6)
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David C. Stapleton and Richard V. Burkhauser
Contrasting the 
Employment of Single 
Mothers and People with 
Disabilities
NOTE: This article highlights some of the 
research findings that have been published in 
The Decline in Employment of People with 
Disabilities: A Policy Puzzle, which the 
Upjohn Institute will publish in August. 
Stapleton and Burkhauser edited the book, 
which examines the changes in social policies 
that contributed to the employment decline of 
people with disabilities.
he transition of single women 
with children off the welfare rolls and into 
employment (see Figures 1 and 2) in the 
1990s has been described as "stunning" 
by leading policy researchers (see, for 
instance, Blank 2002). The authors in The 
Decline in Employment of People with 
Disabilities: A Policy Puzzle (Stapleton 
and Burkhauser 2003) document and 
analyze an equally stunning transition of 
working-age people with disabilities out 
of the workforce and onto disability 
income support programs (see Figures 1 
and 2), despite the upsurge in government 
rhetoric proclaiming increased 
employment and economic independence 
as a primary policy goal. Employment 
and program participation trends for both 
populations departed sharply from trends 
in the prior decade.
Single Women with Children
At the heart of the Personal 
Responsibility and Work Opportunity 
Reconciliation Act (PRWORA) of 1996 is 
the expectation that parents of both sexes 
will work to support their families if 
necessary, and will rely on welfare only
as a temporary last resort. That 
expectation has evolved over the past few 
decades as more and more women, 
including mothers of young children, 
have entered the labor force. It is 
embedded in many features of welfare 
reform, including time limits, work effort 
requirements, a shift in employment 
programs away from investment in human 
capital toward employment as soon as 
possible ("work first"), child care 
subsidies, block grants to states that 
create incentives to reduce caseloads by
There is no dispute about the 
growth in reliance of working- 
age people with disabilities on 
SSDI and SSI.
helping parents enter employment, and 
better access to health care for low- 
income parents who work.
Welfare reform is just one of three 
major forces that contributed to the 
employment and program participation 
trends of single mothers. The second is 
the dramatic expansion of the Earned 
Income Tax Credit (EITC), a wage 
subsidy that helps employers pay low- 
skilled parents more than they would be 
willing to in the absence of the credit. The 
large increase in the EITC for families 
"made work pay" for many parents with 
low skills. Previous efforts to increase pay
have focused on the minimum wage a 
policy that imposes costs on employers.
The third force was strong economic 
growth. Researchers widely agree that 
welfare reform, the EITC, and the 
economy all played significant roles, 
although they disagree about their relative 
contributions (Blank 2002; Moffitt 2002; 
Besharov 2003; Hotz and Scholz 
forthcoming).
Most single mothers with children 
have experienced growth in household 
income as a result of these changes. Blank 
(2002) documents that the poverty rates 
of single, female householders fell from 
32.2 percent in the business cycle peak 
year of 1989 to 24.7 percent by 2000. It is 
important to recognize, however, that the 
economic circumstances of mothers least 
capable of working might have 
deteriorated.
Policymakers increased employment 
of single mothers with children by 
consistently shifting program incentives 
to favor earnings from work over benefits 
from not working, using a combination of 
carrots and sticks. Single women with 
children are now expected to work. 
Policymakers also changed the 
expectations of program gatekeepers with 
respect to how success was measured. 
Program success is now defined as the 
integration of single women with children 
into the labor force.
Despite the caseload decline, both total 
government spending on low-income 
families (including spending for the 
EITC, health care, child care, and many 
other supports) and the number of 
families receiving some support have 
continued to grow (Besharov 2003, pp. 
17-19). These changes remain politically 
popular, however, because support is now 
tied to work.
Working-Age People with Disabilities
The 1990 passage of the Americans 
with Disabilities Act (ADA) was a major 
victory for those who believe that 
working-age people with disabilities 
should be fully integrated into society, 
including the workforce. The intellectual 
underpinnings of this belief are that the 
most promising path to economic 
independence is through market work, 
and that the social environment is a more
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Figure 1 Employment Trends for Working-Age Mothers and People with 
Disabilities
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women ages 20-65. Series for men and women with disabilities are for persons ages 25-61.
powerful factor in determining 
employment outcomes than is an 
individual's impairment. Policy makers 
and advocates now embrace the notion 
that environment rather than impairment 
is critical to employment outcomes for the 
majority of people with disabilities. Yet 
the implications of this insight with 
respect to the role of public policy in 
determining these outcomes have not 
been broadly recognized or acted upon. 
The consequences are the decline in 
employment, and increase in economic 
dependence, of people with disabilities. 
The evidence of an employment rate 
decline itself is controversial, in part 
because it is so difficult to believe that a 
decline could occur despite the ADA and 
the economic expansion. Although use of 
the Current Population Survey (CPS) data 
to document trends for single women with 
children is accepted without question, the 
use of these same data to document trends 
for people with disabilities is hotly 
debated. In fact, the National Council on
Disability recently recommended that 
"the Federal Government should not 
encourage or support the dissemination of 
employment data until a methodology for 
assessing employment rates among 
people with disabilities that is acceptable 
to leading researchers and demographers 
in the field and credible to persons with 
disabilities can be developed" (National 
Council on Disability 2002, p. 20).
One chapter in The Decline in 
Employment of People with Disabilities: 
A Policy Puzzle demonstrates that, 
although the use of a work-limitation 
question in the CPS is flawed as a 
measure of disability, the employment 
trends based on these data are very similar 
to those based on other disability 
measures (severe impairment, housework 
limitations, etc.) in other data sets defined 
consistently over time. There is no dispute 
about the growth in the reliance of 
working-age people with disabilities on 
Social Security Disability Insurance 
(SSDI) and Supplemental Security
Income (SSI). These trends represent a 
real phenomenon, not an illusion.
The remaining chapters in the book 
focus on the causes of the employment 
decline. We conclude that changes in 
social policies are responsible. The most 
likely explanation is SSDI/SSI program 
expansions. Starting in 1984, and 
continuing into the early 1990s, access to 
benefits was eased. In addition, the value 
of SSDI benefits increased relative to 
wages for workers with low wages. There 
is convincing evidence that increases in 
the SSDI rolls closely track the 
employment of those who say they cannot 
work (Bound and Waidmann 2002), and 
that access expanded primarily for the 
two impairment groups (musculoskeletal 
and psychiatric) that also account for a 
very large share of growth in those
There is much controversy
about the ADA's effect on the
employment of people with
disabilities.
reporting inability to work at all and 
growth in the number of low-wage 
workers on the SSDI rolls was much 
greater than for others (Autor and Duggan 
2003).
In contrast to welfare reforms, the 
SSDI/SSI expansions have reinforced 
both the flawed premise that people with 
disabilities "cannot work," and the 
message that "government will help as 
long as they do not help themselves." The 
work disincentives of these programs and 
associated health insurance benefits did 
not change during this period, and there 
was no substantial increase in work 
supports. The 1999 Ticket to Work 
program and the Work Incentives 
Improvement Act partially address work 
supports and disincentives, but in ways 
that are minor by comparison to the 
welfare reforms. Work requirements, 
time limits, and work-first policies are yet 
to be tried. The Ticket to Work program 
does create incentives for frontline 
rehabilitation workers to promote return 
to work and program exit, but this hardly
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Figure 2 Program Participation Trends for Working-Age Mothers and People with 
Disabilities
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Department of Health and Human Services, "2002 Indicators of Welfare Dependence," Appendix 
A, available at <http://aspe.hhs.gov/hsp/indicators02/appa-tanf.htm>; for fiscal year 2001: Agency 
for Children and Families, "Average Monthly Number of Families Fiscal Year 2001," available at 
<http://www.acf.hhs.gov/news/stats/familiesL.htm>. SSDI workers: Social Security Administra 
tion, "Annual Report of the Social Security Disability Insurance Program, 2001," available at 
<http://www.ssa.gov/policy/docs/statcomps/di_asr/2001/sectlb.html7^ablel6>. SSI: recipients of 
federally administered payments age 18-64 in December of year, SSA, "SSI Annual Statistical 
Report, Table 3," available at <http://www.ssa.gov/policy/docs/statcomps/ssi_asr/2001/ 
sect2.html>. All Web pages accessed 5/20/2003.
compares to the incentives for states and 
local caseworkers created by welfare 
reform block grants. At a time when work 
outcomes for clients have become a 
dominant measure of performance for 
welfare caseworkers, they are hardly on 
the radar screens of frontline staff in SSA 
field offices and state Disability 
Determination Services.
The second policy change we focus on 
in our book is the ADA itself. There is 
much controversy about the ADA's effect 
on the employment of people with 
disabilities. DeLeire, in his chapter 
reviewing the evidence developed 
primarily by himself and Acemoglu and 
Angrist (2001), argues that, although the 
ADA is likely to have increased job
duration of those with disabilities who are 
already working, a lack of enforcement 
with respect to new hires, coupled with 
the cost of accommodations, substantially 
reduced overall employment of people 
with disabilities. Consistent with his 
conclusion, he reports that 1) employment 
declines for workers with disabilities in 
medium-sized firms were greater than in 
smaller firms that were exempt from the 
ADA and in large firms where the costs of 
compliance are smaller; 2) relatively high 
employment declines in states where 
ADA enforcement actions are relatively 
high; and 3) declines in employment even 
after excluding SSDI beneficiaries from 
the sample. The timing of the aggregate 
employment and program trends certainly
appears consistent with the ADA 
explanation (Figures 1 and 2), but, as we 
discuss, the "obvious" conclusion might 
well be wrong because of both the 
complex dynamics of the SSDI/SSI 
expansion and the effect of the 1990- 
1991 recession.
Whether the ADA has contributed to 
the decline in the employment rates of 
working-age people with disabilities is
It would be hard to make the
case that the ADA increased
employer demand for workers
with disabilities.
debatable, as is the ADA's importance 
relative to expansions of SSDI/SSI. 
Given the evidence, however, it would be 
very hard to make the case that the ADA 
increased employer demand for workers 
with disabilities, as many hoped it would. 
The ADA was the only significant attempt 
to stimulate employer demand for 
workers with disabilities during this 
period. The ADA contrasts sharply with 
the EITC, the method used to increase 
employer demand for low-income 
parents. The EITC clearly benefits 
employers, while the ADA imposes a 
burden on them. As much as the ADA 
might be necessary to protect the rights of 
people with disabilities, we doubt that it 
can ever be an effective tool for increasing 
employer demand for workers with 
disabilities.
Conclusion
In many respects, recent developments 
in employment policy for people with 
disabilities are reminiscent of previous 
unsuccessful efforts to increase the 
employment and economic independence 
of single women with children. Both 
focused on investing in the human capital 
of their target populations through 
education, training, and rehabilitation; 
both sought to reduce the extent to which 
income and in-kind benefits are taxed 
away as earnings are increased, but fell 
far short of making work pay; neither 
built in work expectations; and both
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sought to increase employer demand 
through approaches that impose costs on 
employers.
This suggests that disability policy 
should follow in the footsteps of policy 
for single women with children, namely 
1) building work expectations and 
incentives into income support programs; 
and 2) stimulating employer demand 
through subsidies. That conclusion is too 
simple, however, because it ignores 
another welfare reform lesson: pro-work 
policies will not help and could harm  
those who are least capable of working. 
This is a much more prominent concern 
for people with disabilities than for single 
women with children. Many people with 
disabilities cannot work at levels 
comparable to those expected of others, 
and there remain many who cannot work, 
or whom we would not expect to work, 
under any reasonable circumstances. 
Grafting policies that increase 
employment and economic independence 
through work for many while adequately 
protecting those least able to work is a 
more serious challenge for disability 
policy than for family welfare policy.
Yet, to ignore the lessons of welfare 
reform for the sake of protecting those 
who are least capable of working exposes 
people with disabilities to another risk, 
and ignores another lesson of welfare 
reform. That risk is the possibility that a 
future Congress and administration, faced 
with growing demands to control 
program growth, will do so by limiting 
access to, and reducing income benefits. 
Similar pressures led to substantial 
cutbacks in the late 1970s and early 
1980s. Political support for policies that 
embody the message "we will help you, 
but we expect you to help yourself to the 
extent you reasonably can, and we will 
reward you for doing so" is much more 
likely to be sustained than political 
support for current policy.
David C. Stapleton is director of the 
Cornell Center for Policy Research. 
Richard V. Burkhauser is department chair 
of the College of Human Ecology at 
Cornell University.
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Evaluating Participant 
Self-Evaluation
Jeffrey Smith and Alexander Whalley 
University of Maryland
In recent years, participant self- 
evaluations have gained attention as a 
complement, or substitute for, 
experimental or econometric evaluations. 
Participant evaluation has two 
advantages: 1) participants have a lot of 
information on outcomes and costs not 
available to program evaluators, and 2) 
self-evaluations cost very little relative to 
expensive econometric evaluations. The 
purpose of this research is to empirically 
assess the accuracy of self-evaluation 
versus experimental evaluation of 
programs. The major hypothesis is that 
participants may not be very good in 
generating the counterfactuals required 
for proper evaluation.
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Laurie J. Bassi 
Daniel P. McMurrer
This study 
reports on 
employers' 
practices and 
decision-making 
procedures with 
regards to 
workplace 
education and 
training for low- 
wage workers.
Focusing on these workers is 
important, say the authors, because 
they are the ones most likely to 
experience declining wages or job loss 
as a result of rapid and fundamental 
changes in the economy. In addition, 
there is reason to believe that 
workplace education programs may be 
more successful in raising earnings 
among low-wage workers than are 
government-provided programs.
Ahlstrand, Bassi, and McMurrer 
address five key research questions, 
including: 1) how much training is 
provided to lower-wage workers; 2) 
who tends to provide this training; 3) 
what are the barriers and enablers to 
effective training; 4) what roles do 
supply and demand play in 
determining how much training is 
provided; and 5) what role might 
external incentives play in whether or 
not training is offered?
184 pp. $40 cloth ISBN 0 88099 266-2 / $18 
paper ISBN 0 88099 265-4 / 2003.
New Books
The Decline in
Employment of
People with
Disabilities
A Policy Puzzle
David C. Stapleton and
Richard V. Burkhauser, Editors
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There is an 
ongoing dispute 
over the quality 
of the data used 
to measure the 
employment of 
working-age 
people with 
disabilities. One 
result of this 
dispute is that
much of the recent empirical analysis 
on the employment of people with 
disabilities has been called into 
question. This led the Cornell 
Rehabilitation Research and Training 
Center to organize a conference 
gathering the leading social science 
scholars in this area to
1) examine the usefulness of the data,
2) assess what we could and could not 
learn from it about employment rate 
trends for people with disabilities, and
3) consider the implications of what 
we could learn for public policy. 
The result is the first book to 
consider the validity of current data for 
measuring trends in the employment 
rate of people with disabilities in a 
comprehensive way, and to investigate 
the causes and consequences of the 
declining rate of employment shown in 
the data. Contributors include Peter D. 
Blanck, Richard V. Burkhauser, Mary 
C. Daly, Thomas DeLeire, Nanette 
Goodman, Steven C. Hill, Andrew J. 
Houtenville, H. Stephen Kaye, 
Douglas Kruse, Gina A. Livermore, 
Lisa Schur, Susan Schwochau, Chen 
Song, David C. Stapleton, Timothy 
Waidmann, and David C. Wittenburg.
454 pp. $45 cloth ISBN 0-88099-260-3 / $22 
paper ISBN 0-88099-259-X / 2003.
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in the United
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LABOR STANDARDS
in the 
  UNITED STATES
and 
D CANADA
Labor
standards and 
how they relate to 
international trade 
are often the 
subject of 
contentious 
discussions. 
Many argue that 
nations with 
higher standards find themselves at a 
competitive disadvantage against 
nations with lower standards. Until 
now there has been no way to quantify 
this assertion; an empirical gap existed 
on the relationship between labor 
standards and trade due to the absence 
of measures for labor standards that 
could be applied internationally.
Block, Roberts, and Clarke remedy 
this situation by offering a method for 
comparing labor standards across 
political jurisdictions. They apply this 
method to the United States and 
Canada, an exercise that allows them 
to settle the long-running dispute over 
whether or not Canada has higher 
standards than the United States, and if 
so, to what degree.
In addition, this book is associated 
with a Web site that makes available 
the data used to measure the labor 
standards in the two countries. Visitors 
may alter the weightings given to 
various standards by the authors and, 
by using that data, analyze the impact 
on trade and trade-related phenomena 
across multiple jurisdictions. Visit the 
Labor Standards Database at <http:// 
www.upjohninstitute.org/blockroberts/ 
index.htmlx
185 pp. $40 cloth ISBN 0-88099-236-0 / $18 
paper ISBN 0-88099-235-2 / 2003
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